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ness on the part of business and individuals to make large capital expendi- 

tures. Business is trimming its expansion programs and has shelved 
some of them for indefinite periods. Apparently the uncertain economic situa- 
tion is having the same effect on the individual contemplating the purchase of a 
home. 


T HE business situation has continued to deteriorate, and with it the willing- 


Real estate activity, as measured by the number of voluntary transfers of 
real estate in relationship to the number of families, dropped again this last 
month, leaving no question that we are now in a readjustment period insofar as 
the real estate segment of the economy is concerned. The long chart on pages 
88 and 89 shows that real estate activity is now 12.9% below our computed 
normal. The drop which has been going on almost continuously since the begin- 
ning of 1956 is now 12 years from the peak which occurred in the spring of 1946. 


Our company compiles figures on the estimated number of nonfarm real es- 
tate transfers in the United States. These figures, since 1950, are shown on the 
table below. 


1950. . . 4,726, 400 1954... 4,363,900 
1951. . . 4,398, 800 1955... 4,855, 100 
1952. . . 4,392, 500 1956. . . 4,606, 800 
1953 . . . 4,402, 600 1957. . . 4, 169, 200 


The drop from 1956 to 1957 amounted to 9.5%. If real estate transfers con- 
tinue to drop at the same rate during 1958, we will end the year with something 
like 3, 750, 000 transfers. 


While the willingness to buy in a period when the future seems uncertain has 
been greatly dampened, many other factors are still favorable. Residential 
rents, which have gone up practically without interruption since 1947, are still 
rising, and reached a new peak in January 1958. This would indicate that we do 
not yet have any sizable surplus of dwelling units. Rents will automatically 
weaken, if and when a surplus develops. 
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The relatively small percentage of our housing supply which is in the rental 
market makes the rent indexa sensitive index, responding more quickly to 
changes in the supply-demand relationship than many of the other indexes in the 
real estate field. 


Construction costs, which have worked their way irregularly upward since 
1936, fell during the past few months by only an infinitesimal amount. Fore- 
closures, which generally rise well in advance of the fall in real estate activity, 
are still relatively low on our index, showing practically no inclination to rise 
as they have in past periods of real estate readjustment. For the past 14 months 
our index of the number of foreclosures per 100,000 families has stood at 5.3. 
The amortized loan, without need for refinancing, will probably result in 
lower foreclosure levels during any period of readjustment we may have ahead 
of us than we have experienced in previous periods of real estate inactivity. 


Our index of the selling prices of existing residences has shown no change 
since last October, and this is significant. This index is shown on the chart and 
table below. In view of the decrease in the number of sales, it would seem rea- 
sonable to expect that the trend in selling prices was down, but so far we have 
not found this to be the case. 
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Probably one reason for this rather peculiar trend is the fact that the cosi 
of new residential buildings had, during the past 2 years, gotten out of line with 
the selling prices of existing buildings. Buildings already built were a better 
bargain than new construction. That being the case, we would expect building 
costs to fall, selling prices to rise, or some combination of the two. Over the 
long period the changes in the selling prices of existing residences depend pri- 
marily on changes in replacement cost new. 


Many persons are counting on the ease in the money situation to stimulate a 
large volume of building during 1958. Certainly pure interest has had a drastic 
drop in the last several months, as the chart at the bottom of the page will show. 
The interest rate on 91-day Treasury bills has fallen to approximately a third of 
its level of only a few months ago. Since the rate on Treasury bills comes about 
as close to pure interest as any figure we can chart, this would indicate that 
money very suddenly has been made much more plentiful than it was. The effect 
of this on interest rates of high-grade municipals and high-grade corporate issues 
is clearly apparent on this chart. Up to the present time, however, it is not yet 
apparent in the average mortgage interest rate of recorded mortgages in 12 
major cities. Undoubtedly, however, if easy money continues, mortgage rates 
will be affected to some extent, as many financial institutions, because of the 

(cont. on page 90) 
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(cont. from page 87) 
spread between the mortgage interest rate and the rate on high-grade govern- 
ments, will attempt to divert more money into the mortgage market. 


To those who believe that the fundamental difficulty in the real estate field 
and the home building market has been the tightness of money, this should be 
encouraging 


While it is still too soon to tell, the chart on private housing starts shown 
at the bottom of this page looks rather encouraging. Clearly, January 1958 was 
ahead of January 1957, and the trend which was constantly downward during 1955 
and 1956 may have reached a low point in the spring of 1957. 


The rapid increase in the number of applications for FHA loans in compari- 
son with a year ago is also encouraging, but here it should be remembered that 
figures a year agowere low. In order to keep a volume equivalent to that 
of the past it will be necessary for the FHA to increase enough to offset the tre- 
mendous drop in loans guaranteed by the Veterans Administration. Our January 1 
forecast of the volume of private residential starts in 1958still seems reasonable 
tous. This forecast was that the volume of starts would equal somewhere be- 
tween 10% below 1957 and an amount equal to 1957. This forecast was made pri- 
marily on the basis of the fact that the purchase of new housing is a largely post- 
ponable item, particularly in a period when no housing shortage exists. Since 
the purchase of a new house is postponable, it seems reasonable to expect that 
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Peak rate, August 1950... . 1,478,000 
High, December 1954 1, 435, 000 
January 1958 1, 030, 000 
December 1957 970, 000 


























INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
October 1957 





COMMERCIAL BUILDING - NO BASEMENT 
Content: 115, 850 cubic feet 
8, 075 square feet 

Cost 1939: $22,726 

(19. 6¢ per cubic foot; $2.82 per square foot) 
Cost today: $69, 483 

(60. 0¢ per cubic foot; $8.60 per square foot) 
INCREASE OVER 1939 = 205. 7% 


For plans and specifications see page 74 
of the Wenzlick Building Cost Manual. 


18-FAMILY BRICK APARTMENT 
(FRAME INTERIOR) * 
Content: 168, 385 cubic feet 
13, 260 square feet 
Cost 1939: $ 60,300 
(35. 8¢ per cubic foot; $ 4.55 per sq. ft.) 
Cost today: $180, 781 
($1.07 per cubic foot; $13.63 per sq. ft.) 
INCREASE OVER 1939 = 199. 8% 





For plans and specifications see page 60 
of the Wenzlick Building Cost Manual. 


30-UNIT REINFORCED 
CONCRETE APARTMENT * 
Content: 303, 534 cubic feet 

21, 372 square feet 

Cost 1939: $135,000 

(44. 5¢ per cubic foot; $ 6.33 per sq. ft.) 
Cost today: $390, 607 

($1.29 per cubic foot; $18.28 per sq. ft.) 
INCREASE OVER 1939 = 189. 3% 


For plans and specifications see page 68 
of the Wenzlick Building Cost Manual. 


*Costs include full basement 
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many families less certain of full employment will postpone their plans until the 
economic situation improves. 


The spurt in building starts in January may be the result of easier money for 
builders who were convinced that the drop in building was due primarily to the 
difficulties in the mortgage financing field. If the buildings which they have 
started do not sell readily as the year progresses, we can expect some further 
slowing down in building volume. 


Most forecasts for new private residential building in 1958 are relatively 
optimistic, and it may be that they are right. Time alone will tell. 

















